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KING Chief Judge:

The plaintiffs, owners of a fanmous New O | eans restaurant
that bears their famly nane, brought trademark and contract
clains against certain relatives who operated other restaurants
that used the famly nane in ways that allegedly caused confusion

in the marketplace. The district court ruled that the two



contracts that are the basis of the breach-of-contract clains
barred the plaintiffs from pursuing trademark-rel ated cl ai ns.
The remaining clainms proceeded to trial, and the jury returned a
verdict in the plaintiffs’ favor on one of their contract clains.
Bot h si des appeal, challenging various aspects of the proceedi ngs
below W affirmin part, reverse in part, and renand.

| . BACKGROUND

As habitués of New Ol eans are well aware, nenbers of the
Brennan famly are uncommonly blessed with a talent for
restaurateuring. This case involves a dispute between two
branches of the famly over the nanes that may be used on certain
restaurants.

The famly’'s first restaurant, known since the 1950s as
Brennan’ s Restaurant, was opened by Onen E. Brennan, Sr. In
time, this restaurant cane to be owned 60% by Onen Sr.’ s w dow
Maude and their three sons--Oamen Jr., Janes, and Theodore (“the
brothers”)--and 40% by the brothers’ aunts and uncles, including
Ri chard Brennan, Sr. (“Richard Sr.”). The famly registered
BRENNAN S as a federal trademark, and the fam |y opened ot her
restaurants as well. A disagreenent arose between the two sides
of the famly in the early 1970s, resulting in a partition of the
famly restaurant enterprise. The original Brennan’s Restaurant
went to Onen Sr.’ s widow and sons, while the famly’s other

restaurants went to the brothers’ aunts and uncl es.



The partition did not solve all of the difficulties, and the
Brennan’s Restaurant side of the famly sued the other side of
the famly in 1976 for trademark infringenent. The litigation
cane to a close in 1979 with a settlenent agreenent (“the 1979
Agreenent”) and a consent judgnent that defined the two canps’
rights in the BRENNAN' S mark. Ownen Sr.’s w dow and sons received
exclusive rights to the mark in Louisiana and all other states
except Texas and Georgia, where Richard Sr. and his siblings held
exclusive rights. The agreenent further provided that (with sone
exceptions) no party would “open[] or operate[]” a new restaurant
i n Louisiana using the Brennan nane, though the agreenent al so
allowed the parties to “aid” their descendants’ efforts to own or
operate restaurants “under any nanme.” Regarding future disputes
that m ght arise, the 1979 Agreenent stated that neither side
woul d assert its trademark rights against the other for uses
permtted by the agreenent, but it also said that it did not bar
future clains that mght arise out of a breach of the agreenent.
Onen Sr.’s widow |ater died, and the three brothers continued to
own and operate the original Brennan’s Restaurant through
Brennan’s, Inc. (“Brennan’s”).

Busi ness proceeded w thout incident for around twenty years.
During that time, Richard Sr.’s son Richard Jr., known as
“Dickie,” began to establish his own nane in the restaurant
business. Unlike Richard Sr., Dickie was not a signatory to the
1979 Agreenent. In the |late 1990s, Richard Sr. gave D ckie and
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another child a nmagjority interest in the Palace Café restaurant,
whi ch began to be known as Dickie Brennan’s Pal ace Café. At
around the sanme time, R chard Sr., Dickie, and others decided to
open a new restaurant, also in New Ol eans, called D ckie
Brennan’ s St eakhouse.

In July 1998, Theodore happened to notice a sign announci ng
the construction of Dickie Brennan's Steakhouse several bl ocks
away from Brennan’s Restaurant, and he inforned his brothers.
The brothers held a neeting wiwth Dickie in Septenber at which the
parties discussed how to nmanage the use of the famly nanme in
connection with their respective restaurants. According to the
brot hers, Dickie concealed fromthemthe fact that his father,
Richard Sr., held ownership interests in the two restaurants
bearing Dickie' s nane. The neeting produced an agreenent between
Brennan’s and Dickie (“the 1998 Agreenent”) in which Brennan’s
prom sed that it “shall not object” to D ckie' s operation of
restaurants under the names “Dickie Brennan’s Pal ace Café” and
“Dickie Brennan’s Steakhouse” “so long as”: Dickie did not use
the nanme “Brennan’s” separately from*“Dickie,” the words “Di ckie
Brennan’ s” were not nmade nore prom nent than the rest of the
nanme, Dickie did not use certain typefaces, and D ckie did not
inply any connection with the original Brennan’s Restaurant.

Di ckie al so prom sed that he would not use the Brennan nane in
ways ot her than those specified in the agreenent. The agreenent
further required Dickie to notify the brothers and take renedi al
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action if he becane aware that his restaurants were being
confused with the original Brennan’s Restaurant.

Over the course of the next few years, the staff at
Brennan’ s Restaurant noticed a nunber of instances in which the
consum ng public apparently confused their restaurant wth Dickie
Brennan’ s St eakhouse and vice versa, such as people going to one
restaurant when they were |ooking for the other. Attorneys for
Brennan’s wote to Dickie in March 2000 to request a neeting to
di scuss the apparent confusion, Dickie s alleged breaches of the
1998 Agreenent, and renedi al neasures that Dickie could take.
After neetings and letters failed to resolve the dispute,
Brennan’s sued Dickie and D ckie Brennan & Co. (the corporation
t hrough which the plaintiffs believed that D ckie was operating
the restaurants) for breach of the 1998 Agreenent, federal and
state trademark clainms, and other clains. The defendants filed a
nmotion to dismss for failure to join parties. Attached to the
notion were affidavits stating that the Pal ace Caf é and
St eakhouse restaurants were actually owned and operated by
Cousi ns Restaurants, Inc. (“Cousins”) and Seven Si xteen
| berville, L.L.C. (“Seven Sixteen”), respectively. The
affidavits further stated that Richard Sr. and D ckie both held
ownership interests in the two conpanies and that Dickie and the
two conpani es were acting as successors to Richard Sr.’s rights
under the 1979 Agreenent. |In response, Brennan’s anended its
conplaint to add a claimfor breach of the 1979 Agreenent, to
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join Richard Sr. and the two conpani es as defendants, and to join
the brothers (who, like Richard Sr., were signatories to the 1979
Agreenent) as plaintiffs. The defendants filed counterclains
asserting breach of the 1979 Agreenent and, |ater, breach of the
1998 Agreenent.

The district court nmade several rulings that narrowed the
issues for trial. Relevantly for purposes of this appeal, the
district court held that: (1) R chard Sr. had breached the 1979
Agreenment by owning a mnority share of Cousins and Seven Sixteen
and otherw se contributing to those businesses; according to the
district court, Richard Sr.’s activity anobunted to the
contractually forbidden “open[ing] or operat[ing]” of a
restaurant, not the “aid” to a descendant permtted under the
agreenent; (2) the 1979 Agreenent barred the plaintiffs from
bringing trademark-rel ated cl ai ns agai nst Richard Sr., and the
plaintiffs were accordingly limted to pursuing contract renedies
against Richard Sr.; (3) the 1998 Agreenent barred the plaintiffs
from pursuing trademark-rel ated cl ai ns agai nst Dickie; the
plaintiffs would therefore be limted to renedies for breach of
contract unless they could show that the contract should be
resci nded because of fraud or a serious breach; and (4) Cousins
and Seven Si xteen could exercise the rights given to D ckie under
the 1998 Agreenent, and so the plaintiffs could not pursue
trademark-rel ated cl ai ns agai nst those conpanies either. After
the district court’s pretrial rulings, the only matters that
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remai ned for trial were the plaintiffs’ claimthat D ckie had
breached the 1998 Agreenent and their claimthat D ckie had
fraudulently induced themto enter into the agreenent.!?

The liability phase of the bifurcated trial began on Cctober
28, 2002. On Novenber 7, the jury returned its liability
verdict. It found that the plaintiffs had not proved that D ckie
fraudul ently induced themto enter into the 1998 Agreenent. On
the breach-of-contract claim the jury found that D ckie had
breached the 1998 Agreenent with respect to his Steakhouse
restaurant--but not with respect to his Pal ace Caf é restaurant--
by using the Brennan nane in a manner not permtted under the
contract and by failing to take proper renedial nmeasures to
remedy the market pl ace confusi on of which he had becone aware.
The jury also found, however, that Dickie had acted in good faith
and that the breach was not so serious as to justify dissolving
the 1998 Agreenent.

Since the 1998 Agreenent remained in force, the district
court’s prior rulings imted the plaintiffs to contract renedies
in the damages phase of the trial. During the liability phase,
the plaintiffs had already presented testinony tending to show

that sonme custoners actually were confused as between Brennan’s

. Al t hough the court had granted sunmary judgnment for the
plaintiffs on their claimthat Richard Sr. breached the 1979
Agreenent, they did not pursue contract danmages agai nst Richard
Sr. at trial. They instead elected to reserve their right to
argue on appeal that trademark renedi es were avail abl e.
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Restaurant and Di ckie Brennan’s Steakhouse. In the danages
phase, the plaintiffs presented evidence froma single expert
witness, WIlliamLegier.? The defendants countered with their
own expert, who severely criticized Legier’s testinony. On
Novenber 8, the jury returned an award of $250, 000 to conpensate
the plaintiffs for Dickie s breach of contract, conpared to the
$2.2 million that plaintiffs’ counsel had requested in closing
argunents. The district court entered judgnent on the verdict
and ordered Dickie to bring his conduct into conpliance with the
1998 Agreenent.

The plaintiffs now appeal, raising several issues. Most
inportantly, they challenge the district court’s rulings that the
1979 and 1998 Agreenents bar them from pursuing all tradenmarKk-
related clains against the defendants. They additionally contend
that they are entitled to judgnent as a matter of law on their
fraudul ent inducenent claimor, at |east, that they are entitled
to a newtrial on that claimbecause the district judge erred in
preventing themfrom asking Dickie a certain question on cross-
exam nation. They also conplain that the judge erred in barring
them from presenti ng evidence of the value of a reasonabl e
royalty in the damages phase of the trial. Dickie and D ckie

Brennan & Co. have cross-appeal ed, contending that the district

2 The circunstances surroundi ng Legier’s testinony form
the basis of a cross-appeal and are discussed in greater detai
in Part 111.A



court should have excluded the plaintiffs’ expert testinony on
damages and that, w thout said testinony, the damages award
cannot stand.

1. PLAINTIFFS | SSUES ON APPEAL

A. Rul e 50 notion on fraudul ent inducenent

At trial, the plaintiffs asserted that D ckie had
fraudul ently i nduced theminto signing the 1998 Agreenent. The
jury found to the contrary. The plaintiffs noved for judgnent as
a matter of |aw under Rule 50, but the district court refused to
set aside the verdict.

We review the district court’s ruling de novo, applying the

sane Rule 50 standard as did the district court. See Coffel v.

Stryker Corp., 284 F.3d 625, 630 (5th Cr. 2002). Judgnent as a
matter of law is appropriate with respect to an issue if “there
is no legally sufficient evidentiary basis for a reasonable jury
to find for [a] party on that issue.” Feb. R CQv. P. 50(a)(1).
This occurs when the facts and i nferences point so strongly and
overwhelmngly in the novant’s favor that reasonable jurors could
not reach a contrary verdict. Coffel, 284 F.3d at 630. 1In
considering a Rule 50 notion, the court nust review all of the
evidence in the record, drawing all reasonable inferences in
favor of the nonnoving party; the court may not make credibility
determ nations or weigh the evidence, as those are jury

functi ons. Reeves v. Sanderson Plunbing Prods., Inc., 530 US.




133, 150 (2000). In reviewng the record as a whole, the court
“must disregard all evidence favorable to the noving party that
the jury is not required to believe. That is, the court should
gi ve credence to the evidence favoring the nonnovant as well as

t hat evi dence supporting the noving party that is uncontradicted
and uni npeached, at least to the extent that that evidence cones
fromdisinterested wwtnesses.” |d. at 151 (citation and internal
quotation marks omtted).

The jury in this case was instructed that, under Louisiana
law, fraud is “a msrepresentation or a suppression of the truth
made with the intention either to obtain an unjust advantage for
one party, or to cause a |loss or inconvenience to the other.”
They were further instructed that fraud can occur through silence
or inaction, as well as through affirmative m srepresentati ons.

The plaintiffs’ argunent relies heavily on the fact that
Dickie admttedly did not informthe brothers during the
Septenber 1998 neeting that Richard Sr. was involved with
Di ckie's restaurants. Moreover, the brothers testified at trial
that Dickie made several specific remarks during the neeting that
tended to suggest that Sr. would not be involved: that R chard
Sr. had “retired,” for exanple, and that D ckie was “going out on
his owmn” to establish his own nane. Dickie did not deny making
those statenents but instead testified that he could not renenber
whet her he made them The brothers also testified that they
certainly woul d not have entered into the 1998 Agreenent had they
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known that Richard Sr. was involved. D ckie admtted that he was
aware of the aninosity between Richard Sr. and the brothers’
branch of the famly, and he |likew se adnmtted that he was aware
that the 1979 Agreenent limted his father’s use of the famly
name. On the basis of such evidence, the plaintiffs contend that
a reasonable jury would be required to conclude that Dickie
fraudul ently i nduced the brothers into signing the 1998 Agreenent
by concealing Richard Sr.’s invol venent.

We disagree. A rational jury could have ruled as this jury
did. The evidence before the jury showed that it was the
brot hers who requested the neeting with Dickie, the brothers who
proposed entering into an agreenent concerni ng use of the
BRENNAN S mark, and the brothers who drafted the 1998 Agreenent
for Dickie to sign. The jury also heard evidence that D ckie
believed that he did not need the 1998 Agreenent or any
perm ssion fromBrennan’s in order to open his restaurants under
hi s name, casting doubt on his notive to deceive them Moreover,
al though the brothers testified that they were unaware of Richard
Sr.’s involvenent in Dickie' s restaurants, there was evidence
that permtted a rational inference that D ckie would have
expected the brothers to have been exposed to this information
t hrough nedia reports and | ocal scuttlebutt. In sum the jury
rationally could have concluded that Dickie did not undertake
fraudulently to induce the brothers into executing the 1998

Agr eenent .
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B. Request for a new trial on fraudul ent inducenent

The plaintiffs next ask for a newtrial on their fraudul ent
i nducenent claim contending that the district court inproperly
prevented themfrominquiring into Dickie’'s state of mnd. In
particular, the plaintiffs assert that the district court
commtted reversible error when it sustained defense counsel’s
objection to the question whether D ckie believed that the
brot hers woul d have entered into the 1998 Agreenent had they
known that Richard Sr. was involved in Dickie s restaurants. The
error is said to have occurred in the foll ow ng exchange:

Q Do you think they would have entered into the 1998
Agreenment if they knew that your father was invol ved
with the restaurant?

A M. Col bert, when | | ook back over all the information
that we have seen, | don’t know how they weren’'t aware

that ny dad was invol ved.

[Plaintiffs’ counsel]: Could I please have the
guestion read back.

The court reporter read back the question, but, before D ckie
answered, his attorney asked to approach the bench. Dickie's
attorney then objected to the question on the ground that it
sought an answer to the ultinmate question to be answered by the
jury. The plaintiffs’ attorney responded that the question went
to whether Dickie had a notive to conceal R chard Sr.’s
i nvol venent. The court sustained the objection.

The plaintiffs face an uphill battle in appealing this

ruling, for the district court’s decisions regardi ng whether to
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admt or to exclude testinony are generally reviewed only for

abuse of discretion. Geen v. Adnirs of Tul ane Educ. Fund, 284

F.3d 642, 660 (5th Gr. 2002). Further, we wll not reverse
unless the error prejudices a party’s substantial rights. FED
R EwviD. 103(a); FEDR Cv. P. 61.

We concl ude that there was no reversible error here. Dickie
indirectly answered the question the first tinme it was posed by
stating that the brothers nust have been aware of Richard Sr.’s
i nvol venent. Hi's response anounted to a “yes” answer to defense
counsel s question: Dickie said that the brothers nust have known
about R chard Sr.’s involvenent, yet they signed the 1998
Agreenent; therefore, according to Dickie, they would still sign
even if they knew. There is no reason to think that D ckie would
have provided a different answer if plaintiffs’ counsel had been
permtted to pursue the matter. Further, the court’s ruling in
no way prevented the plaintiffs frommaking their case. Even
w thout Dickie' s answer to this question (which answer woul d not
have hel ped them), there was anpl e evidence fromwhich a rationa
jury could have concluded that Dickie intended to deceive the
brothers. The plaintiffs recount that evidence in detail and
i ndeed argue, as explained in the previous section of this
opinion, that no rational jury could reach a different concl usion
based on the evidence before it. The plaintiffs’ failure to

convince the jury of fraud cannot reasonably be attributed to the

13



judge’s decision to exclude this single question, even if the
judge erred in sustaining the objection.

C. Ef fect of the 1998 and 1979 Agreenents on the plaintiffs’
ability to bring trademark-rel ated cl ai ns

We turn next to considering whether the district court erred
in concluding that the 1998 and 1979 Agreenents barred the
plaintiffs frompursuing their trademark infringenent and rel ated
cl ai ns® agai nst Di ckie, Cousins and Seven Sixteen, and Richard
Sr. W conclude that the district court erred in certain
respects, but we also conclude that there are significant
limtations on the plaintiffs’ ability to obtain additional
relief on remand.

1. Trademar k cl ai ns _agai nst Di cki e

The district court held that the 1998 Agreenent barred
Brennan’s from pursui ng trademark-rel ated causes of action
agai nst Dickie. The court adopted the defendants’ position that
Brennan’s was limted solely to contract renedies as |long as the
agreenent remained in force; trademark renedi es would be
available only if Brennan’s could avoid the agreenent by proving
fraud in the inducenent or could prove a breach sufficiently
serious to warrant dissolving the contract. The jury found that
there was no fraudul ent inducenent and, although the jury found a

breach of the agreenent, it found that the breach was not so

3 The plaintiffs’ theories of recovery included not only
standard trademark infringenent but also other related theories
of dilution and unfair conpetition.
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serious as to vitiate the contract. The 1998 Agreenent thus
remaining in force, the district court limted Brennan’s to
pursui ng contract damages during the second phase of the trial.
A good portion of the argunent in this court has involved
the question whether the 1998 Agreenent is a |license agreenent on
t he one hand or a consent-to-use agreenent on the other. A
|icense gives one party the right to use another party’'s mark
(i.e., to engage in otherwise infringing activity), generally in
exchange for a royalty or other paynent. 2 McCARTHY ON TRADEMARKS
AND UNFAIR COWPETITION 8 18:79 (4th ed. 2004). A consent -t o-use
agreenent, again in the paradigmcase, is a contract in which

party A, the owner of a mark, consents to party Z's

defined usage of a mark. In effect, A prom ses not to
sue Zso long as Z keeps wwthinthe limts of the defined
zone of use. . . . That is, A admts that such defined
usage is not an infringenent and that A will therefore

not sue Z for such usage.

Id. In other words, a consent-to-use agreenent “‘[i]s not an
attenpt to transfer or license the use of a trademark . . . but
fi xes and defines the existing trademark of each . . . [so0] that
confusion and infringenent may be prevented.’” Exxon Corp. V.

Oxxford dothes, Inc., 109 F.3d 1070, 1076 (5th G r. 1997)

(alterations in original) (quoting Waukesha Hygeia M neral

Springs Co. v. Hygeia Sparkling Distilled Water Co., 63 F. 438,

441 (7th Gr. 1894)). Courts ordinarily will not find a
licensing relationship when “an authorization of trademark use is

structured in such a way as to avoid m sl eadi ng or confusing
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consuners as to the origin and/or nature of the respective
parties’ goods.” 1d. According to those principles, the 1998
Agreenent is best described as a consent-to-use agreenent rather
than a license. |Indeed, it expressly provides that the parties’
aimin executing the agreenent is “avoiding any confusion of the
trade or public.” It expressly requires Dickie to take renedi al
action to conbat any consuner confusion that devel ops even in the
absence of any breach.

Wth regard to licenses, the prevailing viewis that one who
exceeds the scope of the license is potentially Iiable not just
for breach of the license agreenent but also for trademark

infringenment. E.g., Franchised Stores of NY., Inc. v. Wnter,

394 F.2d 664, 668-69 (2d Cr. 1968); D gital Equip. Corp. V.

AltaVista Tech., Inc., 960 F. Supp. 456, 473-78 (D. Mass. 1997);

see also 2 MCarTHY § 18:42; 4 id. 8§ 25:30.

According to the defendants, the situation is very different
wWth regard to consent-to-use agreenents. A party aggrieved by
the breach of such an agreenent, they claim has recourse only to
contract damages and may not sue for trademark infringenent
unl ess the contract is rescinded. That is, the defendants argue
t hat the mark-hol der who consents to a defined use is, so long as
the contract persists, unable to pursue trademark renedi es even
when the consentee uses the mark in unauthorized ways. They cite
the McCarthy treatise in support of that proposition, but while
the treatise does discuss several aspects of consent-to-use
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agreenents, it does not set forth the proposition the defendants

advance (though neither does it expressly reject it). |In a case

that McCarthy cites as one of the earliest reported decisions to

consi der a consent-to-use agreenent, the court seens to permt an
action predicated on trademark infringenent, not nerely breach of
contract, for a use that fell outside of the contract’s

perm ssions (though the hundred-year-old opinionis admttedly

rat her obscure). See Waukesha Hygeia, 63 F. at 441.

I n support of their position that the existence of the
contract bars trademark actions, the defendants rely heavily on

Affiliated Hospital Products, Inc. v. Merdel Gane Manufacturing

Co., 513 F.2d 1183 (2d Cr. 1975). There, gane manufacturer
Affiliated sued conpeting gane manufacturer Merdel for trademark
infringenment, and the parties settled their dispute by executing
a settlenent agreenent that regulated Merdel’s use of certain
names on its ganes. 1d. at 1185-86. The agreenent provided that
Affiliated woul d not object to Merdel’s use of the nanes as | ong
as Merdel did not use themin a fashion nore prom nent than it
was using themas of the date of the agreenent, and it
specifically provided that Merdel would not use the nanes to
describe their gane board. |1d. at 1186. Finally, the agreenent
stated that there would be no restriction on Merdel’s use of the
nanmes after a period of three years had elapsed. 1d. A few
years after executing the agreenent, Affiliated sued Merdel
again, claimng that Merdel had breached the agreenent and
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infringed its marks. |d. at 1184-85. The court of appeals ruled
that the settlenent agreenent governed the parties’ rights and
that Affiliated would be Iimted to contract renedi es--and have
no recourse to trademark renedi es--unless it could show that the
contract should be rescinded because of fraud or grave breaches.
Id. at 1186.

We do not think that Affiliated is controlling here.

Al t hough Affiliated conpl ai ned that Merdel had acted outside the
perm ssions in the contract during the three-year term it also

w shed to bring an infringenent action based on uses that the
contract expressly permtted. Recall that the key feature of the

parties’ contract in Affiliated was that it all owed Merdel

unrestricted use of Affiliated’s marks after a period of three

years. That contractual surrender of any right to object to
Merdel’s use of the marks is the main reason that the contract
had to be avoi ded or rescinded before Affiliated could pursue an
i nfringenment case. That consideration is not present in today’'s

case. W do not read Affiliated so broadly as to nean that any

party that enters into a consent-to-use agreenent is (absent
rescission) limted to contract renedies even for infringing uses
that are not authorized under the contract. Such a rule would
make the availability of trademark renedi es dependent on whet her
a certain contract is |abeled a |licensing agreenent or a consent-
t o-use agreenent--an undesirabl e circunstance given that sone
agreenents mght not fit squarely into either box. It would,
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nmoreover, act as a trap for the unwary mark-hol der, who could
find hinself stripped of trademark renedi es (and potentially of a
federal forum when a consentee infringes his mark through

unaut hori zed uses.

A nore apposite case is Sterling Drug Inc. v. Bayer AG 792

F. Supp. 1357 (S.D.N. Y. 1992), aff’d in part and vacated in part,
14 F.3d 733 (2d Cir. 1994).% As in today’'s case, the parties in
Sterling entered into a contract according to which one party,
Sterling, promsed that it would not object to the other party,
Bayer, using a certain mark so long as Bayer restricted its use
of the mark in specified ways. [|d. at 1363. Sterling |ater sued
Bayer for breach of contract and trademark infringenent. Bayer
argued that the parties’ agreenent rendered trademark | aw

i napplicable to the case and that contract | aw al one governed the
parties’ conduct. [d. at 1365, 1371 n.12. The court rejected

t hat argunent, holding that both bodies of |aw were applicable
and basing its injunction on both. 1d. at 1371 n.12, 1375. The

Sterling court distinguished the Affiliated case on the ground

that the plaintiff in Affiliated was pursuing an infringenment

action for uses that were permtted by the parties’ agreenent,

which is why it was necessary for the plaintiff in Affiliated to

4 The court of appeals affirnmed the district court’s
rulings on breach of contract and trademark infringenent, which
are the subject of the discussion in this paragraph of the text.
The vacatur was limted to aspects of the district court’s
remedi al injunction that were deened overly broad. See 14 F. 3d
at 746, 749-50.
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elimnate the contract before suing for trademark infringenent.
Id. at 1371 n.12.

Vi ewi ng these principles as useful guides to interpreting
agreenents |li ke the one at issue here, we turn to the 1998
Agreenent itself. It is a contract and it nust of course be
taken on its own terns, looking to the parties’ intent as
expressed in the contractual |anguage. The contract is governed
and interpreted in accordance wwth state law, here the | aw of
Loui siana. W nust deci de whether the contract should be read to
bar Brennan’s from pursuing a trademark infringenent action
against Dickie. Before the advent of the 1998 Agreenent,
Brennan’s certainly had the right to pursue such an action (which
is not to say that any such action would succeed). The agreenent
does limt that right at |east to sone extent, for it provides
that Brennan’s “shall not object” to Dickie s use of the marks
DI CKI E BRENNAN' S PALACE CAFE and DI CKI E BRENNAN S STEAKHOUSE “so
|l ong as” Dickie arranged the words in certain ways, did not use
certain typefaces, and refrained fromusing wrds (such as
“original” or “fanpbus”) that woul d suggest a connection to
Brennan’s. Thus, as long as Dickie' s use of the marks cane
within the uses described in the agreenent, the contract woul d

protect himfroma charge of trademark liability. See, e.q., T&T

Mg. Co. v. AT. Cross Co., 587 F.2d 533 (1st G r. 1978); Rush

Beverage Co. v. S. Beach Beverage Co., No. 01 C 5684, 2002 W

31749188, at *9-11 (N.D. Ill. Dec. 6, 2002). The agreenent
20



reduces the uncertainty and risk that inheres in certain uses

near the outer edges of the BRENNAN S mark by creating a safe

har bor for uses that would otherw se invite col orable (though not

necessarily nmeritorious) trademark clains. That nuch is agreed.
In this case, the jury found that D ckie had used the

BRENNAN S mark in ways that were not authorized under the

agreenent. The evidence showed that the nane “Di ckie Brennan”

was displayed nore prom nently than the word “ St eakhouse,” for
exanple. Thus, the question is whether the agreenent bars
Brennan’s from pursuing a trademark case for uses outside of
those contenplated and permtted in the agreenent. By its terns,
t he | anguage of the agreenent does not preclude such a suit, for
it provides only that Brennan’s “shall not object . . . so long
as” Dickie follows the contract’s guidelines. The contract does
not say that Brennan’s has relinquished the right to pursue
trademark renedies for uses that are not permtted by the
agreenent. Louisiana |aw provides that waivers of the right to

bring future clainms nust be clear and are narrowy construed.

See Young v. Equifax Credit Info. Servs., 294 F.3d 631, 637 (5th

Cr. 2002); Brown v. Drillers, Inc., 630 So. 2d 741, 752-54 (La.

1994). The agreenent accordingly cannot be taken to nean that
Brennan’s has inplicitly given up its preexisting right to pursue
trademark clains as to unauthorized uses. Put differently, the
fact that Brennan’s permtted Dickie to engage in certain
specified uses wthout fear of liability does not nean that
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Dickie is thereby i mmunized fromtrademark liability for al

unaut hori zed uses. Wth regard to unauthorized uses, the

contract by its terns cannot be set up as a defense, and thus a
trademark action is allowed. (O course that does not nean, as
Brennan’ s at points suggests, that a breach of a consent-to-use
agreenent is per se an instance of trademark infringenent. A use
m ght breach the contract yet not independently qualify as
trademark infringenment. Cf. 2 MCarTHY § 18:80 (“[1]n a consent
agreenent, the parties can bargain for a greater separation
between their respective uses than woul d be required by general
trademark and unfair conpetition law. ”).)

While the district court erred in denying Brennan’s an
opportunity to pursue its trademark-related clains, we note that
the scope of the action that Brennan’s may pursue on remand is
limted in at least the followi ng inportant ways. First, since
the still-in-force 1998 Agreenent permts Dickie to nmake certain
uses of his nane in connection with his restaurants, Brennan’s
can prevail on its trademark claimonly to the extent it shows
that increnental confusion would likely result fromDickie's
unpermtted uses. It mght be that sonme possibility of confusion
is inherent in the operation of two nearby restaurants with
simlar nanes, but Brennan’s cannot be heard to charge D ckie
with being an infringer with regard to any confusion that results
fromuses to which it acceded in the yet-extant contract, which
the district court did not term nate but instead ordered Dickie

22



to perform® See Sterling, 14 F.3d at 750; Sterling, 792 F.

Supp. at 1372 n.14. Second, assum ng that Brennan’s can prove
infringenment, the jury’s previous finding that Dickie acted in
good faith m ght preclude an award of any trademark renedi es that
require a showing of willful ness, see 5 McCarTHY 88 30: 62, 30: 89,
30:99, a question that we |leave for the district court to address
inthe first instance. (Again, any damages woul d have to be
attributable to increnental confusion that stens fromunpermtted

uses.) Third, although trademark | aw provi des nore nunerous and

5 For this reason, we reject Brennan’s contention that
t he proceedi ngs on remand can assune trademark liability and nove
directly to renedies. The jury’'s findings that there was a
breach of contract and that there was a |ikelihood of confusion
“Inconsistent with the intention” of the 1998 Agreenent m ght not
be preclusive regarding the question whether the |ikelihood of
confusion arose only fromunpermtted uses, a nmatter that we
| eave to the district court to resolve on remand.

We note that our conclusions concerning the limtations on
Dickie’s liability for trademark infringenent reflect both the
pecul iar nature of the 1998 Agreenent and the fact that the
agreenent remains in force. |In the usual case, a consent-to-use
agreenent contenplates that there will be no marketpl ace
confusion as long as the consentee’s uses are confined in
accordance with the contract. See 2 McCARTHY 8§ 18:79. The 1998
Agr eenent, however, contenpl ates that sone confusion (though not
necessarily actionable confusion) mght result even if Dickie
kept to the permtted uses, and it directed Dickie to take action
to elimnate it. Further, in many cases the consentee’ s non-
conpliance with the terns of an agreenent would term nate the
contract and relieve the mark-hol der of his contractual
obligation to allow the specified uses. But here the jury was
instructed that they had the discretion to decide whether to
declare the contract at an end or instead to require Dickie to
specifically performthe contract. The jury was instructed that
its decision on this question could consider the severity of
Di ckie’s breach, his good faith or bad faith, and the relative
fairness of the two nethods of dealing with the breach.

Brennan’ s has not challenged this aspect of the instructions on
appeal .
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generous renedies than contract law typically does, in this case
Brennan’s has already recovered $250,000 in | ost profits under
its contract claim Wiile it can pursue tradenmark neasures of
damages on remand, in no event should it be permtted to retain
two paynents for the sane |ost profits. See id. 8§ 30:73.
Because of these limtations, Brennan’s m ght not be able to
achieve any nore relief against Dickie than it has already
attained, despite the fact that the district court should have
let it pursue an infringenent case.

2. Trademark cl ai ne _agai nst Di cki e’s conpani es

The district court ruled that Dickie was permtted to use a
corporate or partnership entity to exercise his rights under the
1998 Agreenent. Since the district court believed that the
agreenent precluded a trademark action against Dickie, it
i kewi se barred Brennan’s from pursuing a trademark action
agai nst Dickie' s conpanies, Cousins and Seven Si xteen. The
plaintiffs did not assert breach-of-contract clains agai nst the
conpanies. As a result, the jury was not presented with any
questions regarding the liability of Cousins or Seven Sixteen.
The court did not issue any order requiring the conpanies to
conply with the 1998 Agreenent, though it did order Dickie to do
so.

We concl uded above that the 1998 Agreenent does not shield
Dickie frompotential trademark liability for confusion that
results fromactivities that fall outside of the contract’s
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aegis. It follows that the agreenent does not shield the
conpani es regardi ng such uses either, since their rights vis-a-
vis Brennan’s are surely no greater than are Dickie’'s. To the
extent that the district court barred such clains, it erred.
There remai ns the question whether the conpanies could be
sued for trademark infringenent even for uses that the 1998
Agreenent permts Dickie to make.® Brennan's argues at points
t hat the conpani es cannot avail thenselves of the 1998 Agreenent
at all, even for uses that the agreenent authorizes. 1In so
arguing, the plaintiffs point out that the 1998 Agreenent
provides that its rights are “personal” to Dickie and “may not be
assigned, |icensed or otherw se encunbered.” The district court
rejected Brennan’s position, reasoning that although the contract
forbade Dickie fromassigning his rights thereunder, nothing in
the contract prevented himfromexercising his own rights through

a business entity.”

6 In considering this question, we do not inply that
conduct consistent with the 1998 Agreenent would in fact
constitute trademark infringenent. The question here is not
whet her such a suit would succeed; rather, the question is
whet her a trademark suit could even be pursued in the face of the
contract.

! On appeal, the defendants support the district court’s
deci sion substantially on the sane grounds advanced by the
district court, nanely that the 1998 Agreenent contenpl ated that
Di ckie would be able to carry on his restaurant enterprises
t hrough busi ness entities. W point out that the defendants do
not raise the theory, adopted by sone courts but not by others,
that a stranger to a consent-to-use agreenent can use the
agreenent agai nst the mark-holder as an adm ssion that certain
uses do not create confusion, though other courts reject such a
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We agree with the district court’s outcone on this score.
The 1998 Agreenent contenplates that Dickie has been and will be
operating at least two large restaurants. Wile this is an
activity that could be conducted as a sole proprietorship, Dickie
was not then operating the restaurants as sol e proprietorships,
and any requirenent that he do so would seriously erode the
utility of the contract fromhis point of view W are bound to
assune, of course, that the parties intended a reasonabl e,

practical arrangenent. See, e.d., Texaco Inc. v. Vermlion

Parish Sch. Bd., 152 So. 2d 541, 547-48 (La. 1963); Lanson

Petrol. Co. v. Hallwod Petrol., Inc., 763 So. 2d 40, 43 (La.

App. 3d Cir. 2000). That rule argues in favor of a construction
according to which Dickie could continue to operate the
restaurants, which were mgajor financial undertakings, through the
vehicle of his preexisting business entities. Mreover, to the
extent that extrinsic evidence of the parties’ intent is

rel evant, one of the Brennan brothers testified at trial that

theory. See 2 McCarRTHY 8§ 18:81. In terns of the facts of this
case, the argunent would be that the plaintiffs’ consent to |et

Di ckie use certain nanes could be turned against the plaintiffs
if they brought an infringenent case agai nst other parties for
simlar conduct, on the theory that even strangers to the
consent -t o-use agreenent could use the plaintiffs’ contract with
Di ckie as an adm ssion that such uses do not produce confusion.
Since the defendants have not raised this particular theory in
their brief in defense of either the conpanies or Richard Sr., we
accordi ngly express no opinion on whether such a theory is a

vi abl e defense in an infringenent suit.
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their concern was not whether the restaurants were run by a
corporation.?

In sum we conclude that the position of D ckie' s conpanies
mat ches that of Dickie hinself: Brennan’s may not pursue
trademark actions against the conpanies for uses permtted by the
1998 Agreenent, but Brennan’s nay pursue such actions for uses
t hat exceed the perm ssions of the 1998 Agreenent.

3. Trademark cl ai ne aqgai nst Richard Sr.

The district court ruled on summary judgnent that Richard
Sr. had breached the 1979 Agreenent. The 1979 Agreenent
generally forbade its signatories (of whomRi chard Sr. was one)
from opening or operating new restaurants in Louisiana using the
Brennan nane. At the sane tine, however, the agreenent al so
expressly permtted signatories to “aid” their descendants’
efforts to own or to operate a restaurant “under any nane.” The

district court held that Richard Sr.’s mnority ownership

8 In further support of its position that the conpanies
could not claimthe protections of the 1998 Agreenent, Brennan’s
points to affidavits in which Richard Sr. and Dickie are said to
have made statenents inconsistent with the view that the
conpani es could claimprotection under the 1998 Agreenent. The
af fidavits, however, express only the view that the conpanies
coul d be considered the assigns of Richard Sr.’s interests under
the 1979 Agreenent. This does not affect the interpretation of
the 1998 Agreenent; the conpanies could have both statuses.

Since our conclusion rests on the parties’ intent as
expressed in the 1998 Agreenent itself, we need not consider
whet her, absent such an intent, Dickie's rights could otherw se
be inputed to his conpanies as a matter of corporations |aw or
agency law. Cf. Casson v. Hartford Fire Ins. Co., 548 So. 2d 66
(La. App. 3d Cir. 1989). Nor do we consider what woul d happen
were the relationship between Dickie and the conpanies to change.
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interest in Cousins and Seven Si xteen went beyond the permtted
“aid” to descendants and instead violated the 1979 Agreenent.
Ri chard Sr. has not appeal ed that ruling.

The district court also ruled that the 1979 Agreenent barred
Brennan’s fromsuing Richard Sr. for trademark infringenent,
| eaving Brennan’s to pursue contract renedies only, which it
declined to do. Brennan's appeals the district court’s ruling,
asking not only that we let it pursue tradenmark-rel ated cl ains
agai nst Richard Sr. but, indeed, that we render judgnent inits
favor and remand for determ nation of an appropriate renedy.

The key section of the 1979 Agreenent provides as foll ows:

Each of the parties agrees that it will not assert any of

its “marks” . . . against the other party with respect to

said other party’'s wuse of the surnanme Brennan or

Brennan’s or the “marks,” if such useis permtted by and

is in accordance with this Agreenent. Thi s Agreenment

shall not affect the right of either party to assert at

a future date, a claim demand or cause of action, either

directly or by way of counter-claim against the other

party, or its successors and assigns, that nmay arise

: out of a breach of this Settlenent Agreenent
Under the first sentence quoted above, the plaintiffs cannot
bring a trademark suit for uses that are permtted under the
contract. By its terns, that sentence does not shield R chard
Sr., since the district court found that he violated the
contract’s restrictions. In the second quoted sentence, each
party expressly reserves the right to assert a claimthat
“arise[s] . . . out of a breach of” the agreenent. It could be

argued that a trademark suit predicated on acts that violate the
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contract “arise[s] . . . out of” a breach of the agreenent, even
t hough such a suit sounds in tort.® |f so, then the second
sentence of the 1979 Agreenent expressly authorizes a trademark
suit in a situation |like the one we confront today. But if such
a trademark suit is not held to “arise . . . out of” a breach of
the 1979 Agreenent, then the 1979 Agreenent is silent on the
question of whether it bars trademark suits for future conduct
that is not permtted under the agreenent: The first sentence
does not expressly bar such a suit, and the second sentence does
not expressly reserve the right to pursue it. As explained
previously, Louisiana |aw requires that waivers of the right to
bring future clainms be clear, and such waivers are narrowy

const rued. See, e.qg., Younq, 294 F.3d at 637; Brown, 630 So. 2d

at 752-54. Therefore, we conclude that the district court erred
inruling that the 1979 Agreenent barred the plaintiffs from
bringing trademark-rel ated cl ai ns agai nst Richard Sr.

While we agree with the plaintiffs that the 1979 Agreenent
does not bar their trademark-rel ated cl ains against Richard Sr.
we cannot accede to their request that we sinply render judgnent

against Richard Sr. on trademark infringenent. That he breached

o In a recent decision involving an insurance policy that
excl uded coverage for injuries “arising out of . . . [Db]reach of
contract,” this court held under Texas |law that a trademark

infringenment action related to a violation of a |licensing
arrangenent “aris[es] out of” a breach of contract. See Sport
Supply G oup, Inc. v. Colunbia Cas. Co., 335 F.3d 453, 458-59
(5th Gr. 2003).
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the 1979 Agreenent--a ruling he did not appeal --does not by
itself nmean that he infringed the plaintiffs’ trademarks through
his conduct with regard to Dickie's restaurants. Anong ot her
things, it is unclear whether Richard Sr.’s | evel of

participation in the restaurants is sufficient to expose himto

personal liability. See generally Chanel, Inc. v. Italian

Activewear of Fla., Inc., 931 F.2d 1472, 1477-78 (11th Gr.

1991); 4 MCaRTHY 8 25:24. The district court nust consider any
such defenses on renand.

D. Reasonabl e royalty as a neasure of danmages

The district court barred the plaintiffs from presenting
evi dence of a reasonable royalty in the damages phase of the
case. The anount that a party hypothetically would have agreed
to pay as a reasonable royalty for use of the mark is sonetines
used as a neasure of damages in trademark actions, especially
those involving licensing relationships. See 5 MCartHry § 30: 85.
But it is nmuch less famliar as a neasure of contract damages,
which is the type of claimthat went to the jury. During the
charge conference for the danmages phase of the trial, Brennan’s
took the position that |ost profits and a reasonable royalty were
alternative nethods of quantifying the loss attributable to
Di ckie’s breach of the 1998 Agreenent. On appeal, it takes the
position that, in order to receive a full recovery for the
def endants’ breach of contract, it is entitled to both types of
damages. I n support, it relies principally on the codal
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provi sion stating that “[d]anages are neasured by the | oss
sustained by the obligee and the profit of which he has been
deprived.” LA CQv. CobE ANN. art. 1995 (West 1987) (enphasis
added) .

The basic rule of contract renedies is that the plaintiff is
to be put in the sane position he woul d have occupi ed had the

def endant perforned his obligation. Mrris v. Honto Int’l, Inc.,

853 F.2d 337, 346 (5th Cr. 1988) (applying Louisiana |aw); Anbco

Prod. Co. v. Texaco, Inc., 838 So. 2d 821, 837 (La. App. 3d Cr.

2003). A plaintiff is not entitled to be put in a better
position by recovering twice for the sanme harm Mrris, 853 F. 2d

at 346; Town of Wnnsboro v. Barnard & Burk, Inc., 294 So. 2d

867, 882 (La. App. 2d Cir. 1974).

Even if a reasonable royalty could be a proper neasure of
contract danmages under Louisiana |aw-a proposition on which we
express no opinion--we nust reject the plaintiffs’ argunent. |In
the circunstances of this case, it is evident that the two
proposed neasures of damages do not aimto conpensate Brennan’s
for discrete, independent harns. The plaintiffs expert’s report
cal cul ated several different neasures of danmages, and it is
i nportant to understand the rel ati onshi ps between them The
expert calculated the plaintiffs’ |lost profits by estimating the
nunber of custoners that Brennan’s |ost during the period of

time, which stretched back several years before trial, in which
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Dickie's restaurants were allegedly causing confusion.® The
hypot hetical royalty set forth in another part of the report was
sinply calcul ated as a percentage of the defendants’ sales during
that sanme tinme period. Thus, the lost-profits calculation ains
to put Brennan’s in the position it would have occupi ed but for
the breach by estimating what Brennan’s woul d have earned had
Dickie's restaurants not caused confusion in the marketpl ace.

The royalty cal culation, in contrast, ains to nmake Brennan’s
whol e through the nore indirect nmethod of capturing what
Brennan’ s hypot hetically would have received fromDi ckie in
exchange for licensing Dickie to use the BRENNAN S mark in an
otherwi se infringing (i.e. confusing) manner. But Brennan’s
woul d be nmade doubly whole were it to receive the profits it
woul d have nmade in the absence of confusion plus the royalties it
woul d have demanded to permt that sanme confusion. That
Brennan’s may not do.

Taking a different tack, Brennan’s has al so argued that a
reasonable royalty is a perm ssible proxy for |ost goodw Il and
that it is entitled to recover | ost goodw Il as an el enent of
contract damages under Louisiana law. But the reasonable royalty
calculated by its expert does not capture a |loss of goodwi Il in
the sense of damage to a business’s reputation going forward, nor

in the accounting sense of the value of a business apart fromits

10 The plaintiffs’ expert’s nethodology is described in
nore detail in Part Ill1.A infra.
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value as a nere collection of assets. See Si npson v. Restructure

Petrol. Mtg. Servs., 830 So. 2d 480, 486 (La. App. 2d Cr.

2002); Kenneth M Kol aski & Mark Kuga, Measuring Commercia

Damages via Lost Profits or Loss of Business Value: Are These

Measur es Redundant or Distinquishable?, 18 J.L. & Com 1, 15-16

(1998) (both explaining the concept of goodwill). In fact, the
expert’s royalty cal cul ati on--which was conputed as a percent age
of Dickie' s restaurants’ sales during the period of confusion--
sinply provided another netric for reconpensing the damage that
the plaintiffs suffered during the sanme tinme period used in the

expert’s lost-profits calculation. But cf. Sinpson, 830 So. 2d

at 486 (explaining that a breach of contract could be renedi ed by
an award of past lost profits plus an award for a | oss of
busi ness reputation, which would address future sales). W
therefore reject Brennan’s request to supplenent its |lost-profits
recovery on its breach-of-contract claimwith a royalty award.
I11. CROSS- APPEAL | SSUE

On cross-appeal, Dickie and D ckie Brennan & Co. chall enge
the testinony of the plaintiffs’ danages expert. They argue that
the testinony shoul d have been excluded for several reasons and
that, without it, the jury s $250,000 verdict cannot stand.

A. Rel evant facts

In the damages phase of the trial, Brennan’s relied on

expert testinony fromWIIliam Legier. Legier attenpted to

33



quantify the plaintiffs’ lost profits through a “but for” nethod;
that is, he attenpted to determ ne how many custoners Brennan’s
woul d have served (and how nuch profit woul d have been generated
t hereby) but for the confusion caused by Dickie's restaurants.

To determ ne how many custoners Brennan’s |ost, Legier calculated
Brennan’s custoner counts as a percentage of the attendance at
the New Ol eans convention center. (Brennan’s relies heavily on
out-of-town visitors.) The nethod yielded three different |ost-
profits figures--a low figure, a high figure, and a wei ghted
average figure--each representing a different set of assunptions
regardi ng Brennan’s historical market share. |If Brennan's
Restaurant’s business decreased in relation to convention traffic
in the years follow ng the opening of Dickie s restaurants, the
decline could be attributed to consuner confusion.

In his initial report, provided to the defense on July 8,
2002, Legier relied on convention attendance raw data provided by
the convention center’s marketing departnent. The defendants’
expert, Douglas Tynkiw, issued his report on August 5. At that
time, Tynkiw did not have access to the work papers and
cal cul ations that supported Legier’s estimates, but Tynkiw did
note that Legier’s conclusions appeared inconsistent with the
convention attendance data that Tynkiw had obtained. On
Septenber 12, after review ng Legier’s work papers and
deposition, Tynkiw issued a supplenental report in which he
concl uded that Legier had used faulty convention attendance dat a.
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Brennan’s filed a notion to exclude Tynkiw s suppl enental report
and related testinony, but the district court decided on Cctober
21 that the report was for the nost part adm ssible. On Cctober
23, a bit less than a week before trial, Legier then provided his
own suppl enental report in which he used the adjusted attendance
data that Tynkiw said were correct.

The defendants quickly filed a notion in |imne seeking to
excl ude Legier’s supplenental report. They charged, anong ot her
t hi ngs, that the supplenental report was sinply an over-late
effort to correct Legier’s initial errors and that the defendants
woul d be prejudiced in their trial preparation, particularly
since they had not yet been provided with the work papers that

supported the supplenental report. The district court denied the

1 The defendants’ brief contends that Legier contradicted
hi msel f regardi ng when he cane into possession of the adjusted
data. Like the district court, we have exam ned Legier’s
testinony, his reports, and a post-trial affidavit submtted in
response to the defendants’ Rule 59(e) notion. The district
court reasonably concluded that there did not appear to have been
any duplicity. Legier had in his possession at the tinme of his
initial report a faxed one-page sunmary of adjusted attendance
totals, but he instead used the marketing departnent’s detailed
raw data, which could be anal yzed and checked for accuracy nore
readily than the end totals on the sunmary. After filing his
initial report, he |learned that the convention center’s chief
financial officer maintained an adjusted set of the detailed raw
attendance figures that Legier had used in his initial report.
This adjusted set of detailed data is not the sane thing as the
one-page summary that Legier had in his possession all along,

t hough the fornmer was apparently the source for the latter.
Legier’s statenents that he did not have the adjusted data at the
time of his initial report is, therefore, not inconsistent with
the fact that he was in possession of the sunmary at the tine of
the initial report.

35



notion, based in part on its belief that the defense had in fact
been given the suppl enental work papers.

Legier testified on Novenber 7. His testinony referred to a
| ost-profits figure that differed sonmewhat fromthe one set forth
in his supplenental report; the difference was attributable to an
adj ustnent to account for the fact that the jury's verdict,
rendered earlier that day, had found Dickie in breach only with
regard to his Steakhouse restaurant, not the Pal ace Café. 12
Tynki w t ook the stand the next day and, during cross-exanm nation,
mentioned that he had not received the work papers supporting
Legier’s supplenental report. The judge, quite taken aback by
this revelation, then excused the jury and conferred with the
attorneys. The judge said that she thought that the plaintiffs
had represented that the papers had been turned over and that she
woul d have granted the defendants’ notion in |imne had she known
ot herwi se. Counsel for Brennan’s stated that he thought that the
suppl enental wor k papers had been provi ded, but opposing counsel
told the judge he had never received them The defendants
reurged their nmotion in limne. The district court, recognizing
that they were now in “a heck of a ness,” gave Tynkiw a chance to

review the papers briefly to see if there was anything that he

12 Di cki e Brennan’s Pal ace Caf é predated Di ckie Brennan’s
St eakhouse. Wth the Pal ace Café out of the case, the period of
consuner confusion stretched back only to the opening of the
St eakhouse at the end of 1998. Legier therefore elimnated the
| ost profits that occurred before the Steakhouse opened.
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needed to exam ne further. There were several pages of

cal cul ations, but the bulk of the 77-page packet consisted of the
adj usted convention attendance data. The judge then gave Tynki w
an hour in which to |ook at the papers and discuss themw th the
def endants’ attorneys. At the conclusion of the recess, the
parties’ argued the notion in |limne again. The judge stated
that she was going to “stick [her] neck way out” and not exclude
Legier’s testinony, directing the parties to take up the matter
in post-trial notions.

After the verdict, the defendants pressed the issue of
Legier’s testinony once nore in a witten notion to alter or to
anmend the judgnent under Rule 59(e). The district court denied
the notion, concluding that the defendants had not been
prejudiced by the | ate disclosures. On appeal, the defendants
continue to contend that the district court erred in admtting
the testinony. They further argue that w thout Legier’s
testinony, there is insufficient evidence on which the jury could
have rendered its $250, 000 verdi ct.

B. Anal ysi s

The defendants raise three related objections to Legier’s
testinony: (1) that it was unreliable and shoul d have been
excl uded under Federal Rule of Evidence 702 and Daubert, (2) that
Legi er’s supplenental report was not actually “supplenental”
within the neaning of Federal Rule of Cvil Procedure 26(e), and
(3) that the testinony should have been excl uded under Federal
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Rule of G vil Procedure 37(c)(1l) because the plaintiffs failed to
di scl ose the work papers that supported the suppl enental report.

Turning first to the Rule 702/ Daubert issue, the defendants
contend that Legier’s testinony was unacceptably unreliable
because the ultimate conclusions in his supplenental report
showed a lost profit of approximately half the size set forth in
the initial report. This type of variance is indeed a cause for
pause, but the reason for the difference was that Legier’s
suppl enental report applied the sane net hodol ogy used in the
initial report to a different, nore accurate set of data (i.e.,
the CFO figures) that the defendants’ own expert said should be
used. The defendants’ brief does not offer argunment on whet her
Legi er’s net hodol ogy was inproper. It is true, of course, that
t he nmet hodol ogy nust also be applied reliably to reliable data,
see FED. R Evip. 702, but the inportant point on that score is
that the adjusted figures that fornmed the basis for Legier’s
actual testinony were the sane data that forned the basis for
Tynkiw s report. W therefore conclude that the district court
did not abuse its discretion in deem ng Legier’s expert testinony
sufficiently reliable. To the extent that there was a probl em
w th what happened during the damages phase of the trial, we nust
| ook el sewhere.

The defendants’ other argunents concerning Legier’s
testinony focus not on the reliability of the testinony itself
but on the unusual course of events that led up to the testinony.
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First, with regard to Rule 26(e), the defendants’ argunent is
that Legier’s second report was not truly a “suppl enental”

di scl osure because the CFO s adjusted attendance figures were in
Legi er’ s possession even before he filed his initial report.?®
As the defendants present it, their argunment subtly m sconstrues
the office of Rule 26(e). Rule 26(e) inposes “a duty to

suppl enent or correct [a] disclosure or response to include
information thereafter acquired” (enphasis added). The rule is
properly invoked to bar evidence when a party fails to nake a

requi red suppl enental disclosure. E.g., Alldread v. Gty of

Grenada, 988 F.2d 1425, 1435-36 (5th Gr. 1993). |If, as the

def endants say, the subsequent report was not really

“suppl enental ” but instead effectively replaced the earlier
report, the duty to supplenent would not by itself provide a
reason to exclude Legier’s testinony--though there mght well be
other grounds to exclude it, such as that the plaintiffs’

di scl osures were untinely or otherw se violated Rule 26(a) or the

court’s scheduling order. Cf. Sierra Cub, Lone Star Chapter v.

Cedar Point Q1 Co., 73 F.3d 546, 571 (5th Cr. 1996) (upholding

district court’s exclusion of expert testinony where initial

13 As pointed out earlier, Legier had the summary of
adj usted attendance totals but does not appear to have had the
adjusted raw data at the tinme of the initial report. The
adj usted data set certainly existed at the tine of the initial
report, and indeed Tynkiw obtained it. But it is uncontradicted
that Legier thought at the tine of his initial report that the
raw data fromthe marketing departnent represented a conplete and
best - avai | abl e source of information.
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expert reports were nere outlines, though the reports were
“suppl enent ed” after the disclosure deadline).

The defendants franme their grievance against Legier’s
testi nony nost persuasively when they contend that Legier’s
suppl enental report and testinony relating thereto should have
been excl uded because Brennan’s did not tinely turn over the
supporting work papers and cal cul ations. Under Rule 37(c)(1),
“[a] party that w thout substantial justification fails to
di sclose information required by Rule 26(a) or 26(e)(1) . . . is
not, unless such failure is harnmless, permtted to use as
evidence at a trial . . . any wtness or information not so
di scl osed.” W can assune that Brennan's failed in its
di scl osure obligations regarding the suppl enental work papers.
The deci sion whether the failure was justified and/or harmess is
commtted to the district court’s sound discretion, which we

review for abuse. Texas A&M Research Found. v. Magna Transp.

Inc., 338 F.3d 394, 402 (5th Cr. 2003); United States v.

$9, 041, 598. 68, 163 F.3d 238, 251-53 (5th Cr. 1998).

The district judge found herself in an extrenely difficult
position after the revelation that Tynkiw had not seen the
suppl enmental work papers. She could have properly exercised her
di scretion by excluding Legier’s testinony. She was
under st andably reluctant to do that, given that the case had
al ready gone on for over a week, the jury had rendered a verdi ct
on liability, and Legier was the only witness in the danages
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phase. To all appearances, counsel for Brennan’s honestly
t hought that the papers had been turned over, although they could
not present any evidence of delivery. 1In the circunstances of
this case, we cannot conclude that the district judge abused her
discretion in her response to this predicanent. Qur decision is
driven largely by the reasonabl eness of the district court’s
assessnent that the defendants were not prejudiced by the tardy
recei pt of the docunents.

As not ed above, the suppl enental work papers consisted
| argely of attendance data fromthe convention center--data with
whi ch Tynkiw was already famliar since he had used it in his own
report. The district court could well decide that the |ate
delivery of this information was quite harmess. Cf.

Wodworker’s Supply, Inc. v. Principal Mut. Life Ins. Co., 170

F.3d 985, 993 (10th G r. 1999) (upholding the district court’s
decision not to prevent the plaintiff frompresenting evidence on
a previously undisclosed theory of danages where, inter alia, the
def endant knew t he nunbers on which the cal cul ati ons were based).
Potentially of greater consequence were the relatively few pages
show ng Legier’s cal cul ations, but here too the record bears out
the district court’s assessnent that the defendants were not
prejudi ced. Legier’s nethodol ogy had not changed, doubtl ess
easing any difficulty in understanding the calculations. After
reviewi ng the work papers during the recess, Tynkiw testified on
redi rect exam nation that the cal cul ati ons showed that in certain
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years, using the | owest of Legier’s three figures, Brennan's
Restaurant suffered no lost profits. Tynkiw also used the work
papers to explain to the jury an aberration in Legier’s 1999
results that Tynkiw had remarked upon in earlier testinony but
had been unable to explain, repairing any deficiency in his
earlier ability to scrutinize that aspect of Legier’'s report.

The defendants were given |latitude to informthe jury of the
unusual circunstances surrounding Legier’s report. Tynkiw s
testinony, both before and after the recess, appears fromthe
transcript to have been extrenely powerful. 1In its closing
argunents, Brennan’s cited $2.2 million as the lost-profits
figure supported by Legier’s work. The jury, which had al so
heard testinony during the liability phase of the trial that sone
custoners actually did mstake Dickie's restaurants for Brennan’s
Rest aurant, ** awarded $250, 000 i n conpensation for breach of the
1998 Agreenent. Significantly, neither in its post-trial notion
to anmend the judgnent nor in its brief here have the defendants
set forth any additional revelations fromthe work papers that

they would have, if given nore tinme, unearthed and presented to

14 The plaintiffs’ closing argunent gave roughly equal
enphasis to Legier’'s expert testinony and to the testinony of
actual confusion related during the liability phase. Counsel
rem nded the jury of anecdotal evidence fromrestaurant enployees
and custoners, a survey perfornmed by the defendants that showed
that a small percentage of custoners confused the restaurants,
and expert testinony that custoners who actually realize that
t hey have confused the restaurants represent only “the tip of the
i ceberg.”
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the jury. The district judge was forced to deal with a very
difficult situation that arose on the last day of trial, and we
find no abuse of discretion in her response to it. Therefore,
whil e we recogni ze that what happened during the danages phase of
this case was irregular, we do not believe reversal is required.
| V. CONCLUSI ON

W AFFIRM the district court’s judgnent insofar as it
awar ded $250, 000 i n damages, plus interests and costs, to
Brennan’s on its breach-of-contract claim and we AFFIRMthe
district court’s denial of the plaintiffs’ notions for judgnment
as a matter of law or for a newtrial on their fraudul ent
i nducenent claim W REVERSE the district court’s rulings that
the 1998 Agreenent bars the plaintiffs from pursuing trademark-
rel ated causes of action against D ckie, Cousins, and Seven
Sixteen. W REVERSE the district court’s ruling that the 1979
Agreenent bars the plaintiffs from pursuing trademark-rel ated
causes of action against Richard Sr. The case is REMANDED f or
further proceedings consistent herewith. Each party shall bear

its own costs.
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